REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE ANO COUNCIL ON IMBABAZANE MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1 I havo audited the finai^dal atalemente of the Imbaba 2 ane Munidpalily set out on page$ 

. to Nwhich comprise, the statement of finartdal posHion as at 30 June 201 3, the 
statement of financial performance, statement of changes In net assets and the cash flow 
statement for the year then ended, and the notes, comprising a summary of signrficant 
accounting policies and other explanatory information. 


Accounting of5cer's responsibility for the financial statements 

2. The accounting officer is responsible for hie preparation and fair presentation of the 
financial statements In accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) 
and the Division of Revenue Act of South Afnca, 2012 (Act No. 5 of 2C12)(DoRA), and for 
such Internal control as the accounting officer determines is necessary lo enable the 
preparation of financial stateinenls that arc froe from material mieetatemenl. whether due 
to fraud or error. 


Audltor-generars responsibility 

3. My responsibility is to express sn optnicn on the financial statements based on my audit. 

I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the general notice issued in terms thereof and International 
Standards on Auditing, Those standards require that I comply with ethical requirements 
and plan and perform the audit to oUain reasonable assurance about wihetherthe 
financial statements are fi^e from material misstatement. 

4 An audit involves perfomning procedures to obtain audH evidence about the amounts and 
disclosures in theflnandai statements. The procedures selected depend on the audrtor's 
iudgement, ihciuding the assessment of the nslcs of material misstatement of the financial 
elatements, whether due bo fraud or error. In making (hose risk assessments, the auditor 
considers internai control relevant to the municipality's preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the ^echveneea of 
Che municipality's internal control. An audit also includes evaluating the approprielenees 
of accounting policies used and the reasonableness of accounting estimates made by 
management, as well es evaluating the overall presenlailon of the financial statements. 

5. I believe that the audit evidence I have obtained is suffroient and appropriate to provide a 
basis for my audit opinion. 
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Opinion 


6. In my opinion, ths financial Blatemonts Draeenl fairly, in all material respects, the financial 
position of the Imbabazane Munidpality aa at 30 June 2013, and Its financial 
performance and cash flows for the year then ended In accordance wi^ the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 


Emphasis of matter 

7 J draw anahticn to the matter below My opinion is not modified in respect of this matter. 

Material underspending of the budget 

8 As disclosed in the statement of comperison on budget and actual amounts, the 
municipality has materially underspem its budget on expenditure to the amount of R7,11 
million As a consequence, the municipality has not achieved 29% of its predetermined 
oblectives targets. 


Additional matter 

d. I draw attention to the matter below My opinion Is net modified In respect of this matter. 
Unaudited supplementary schedufes 

10. The supplementary information set out on pages ... to ... do not form part of the financial 
statements and is resented as additional information. I have not audited these 
schedules, and accordingly, I do not express an op«nion thereon 


REPORT ON OTHER LEGAL ANO REGULATORY REQUIREMENTS 

11 . In accordance with the PAA and the general notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 

Predetermined oOfecUves 

12 I performed procedures 1o obtain evidence about the usefulness and reliability of the 
Information In the annual perforrnance report as set out on pages .. to . . of the annuel 
report. 

13 The reported performance against predetermined objectives was evsluatod against the 
overall criteria of usefulness and reliability. The usefulness of Information in the annual 
perfcxmance report relates to whether it is presented in accordance with the National 
Treasury’s annual reporting principles and whether the reported performance 1$ 
consistent wilh the planned development objectives. The usefulness of information 
further relates to whether indicators end targets are measurable (i.e. well defined, 
verifiable, specific, measurable and time bound) and relevant as required by the National 
Treasury's F/smeworA^of me neg;ng programme p©r/(om7ance infonnatiorj (FMPPI). 
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14. Ths rollabillty of the information in reaped of the selected programmoa 1$ aeseesed to 
determine whether it adequately reflects facts (i.e. wh^her* it is valid, accurate and 
complete) 

1 5. Tho matahai finding is as fdlows; 

Usefulness of informalion 

Consistency 

Repofted objectives. Indicsiors and targets are not consistent with those in the IDP 

16. A total of 61 % of the reported indicators were not consistent with the indicators as per the 
approved integrated development plan and a total of 61% of the reported targets were 
not consistent with the targets as per the approved integrated development plan as 
reauired by section 41{l)(c) of the Municipal Systems Act. 2000 (Act No. 32 of 2000) 
^SA). This 19 due to vscancies in key positions in the performance management 
division. 


Addidonal matters 

1 ( I draw attention to the foUovring rnatters below These matters do not have an impact on 
the predetermined objectives audit findings reported above. 

Achievement of planned targets 

18. Of the total number of 69 targets planned for the year under review 20 of targets, were 
not achieved This reprasenfs 29% of total planned targets that were not achieved for the 
year. This was mainly due to the fact that indtcalors and targets were not suitably 
developed during the strategic planning process and vacandes in key positions. 

Material adjustments to the annual performance report 

19. Material audit adjustments in the annua) performance report were identified dunng the 
audit, of wt^ch were corrected by management and those that were not corrected have 
been reported upon accordingly. 


Compliance wtth laws and regulations 

20. 1 performed procedures to obtain evidence that the entity has complied with appllcdble 
laws and regulations regarding financial matters, financial management and other related 
matters. My findings oh material non*compliance with specific matters in key applicable 
laws ar>d regulations as set out In the general holice issiiad in terms of the PAA are ae 
follows: 

Budgets 

21. Quarterly reports were not submitred to the council on the impiameritaPon of the budget 
and/or financial state of affairs of the municipality within 30 days after the end of each 
quarter, as required by section S2{d> of the MFMA, 



Rev$nu» manaoemdnt 

22. A credit coorrol and debt coilecUon policy was not implemented, as required by section 
9@(b) of the MSA and section S2(1)(f)(iii> of MFMA. 

IrMemal^cgnirgl 

23 . 1 oonsidered internal control relevant to my audit of the financial statemanta. annual 
performance report and compliance with laws and ragulations. The maners reported 
below under the fundementais of Internal control are limited to the significant deficiendes 
Chat resLilleO !n the findings on the annual of parformanee report and the findings on 
compliance with laws and regulations included in this report. 

Leadership 

24. Leadership dtd not exercise effective oversight responsibility regarding finanoiaf and 
performance reporting, compliance and related internal conrrofs 


Financial artd performance management 

2$. Art system for financial and performance reporting and the monitoring of compliance with 
appiicsbie taws and regulations and related internal controls has r>ot bean effactively 
implemented 






Pietermaritzburg 


29 November 2013 



m A| 

SOUTH ArnlCA 
Audihng lo buiid pi/Mrr r:nnfjel»nr« 
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